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1 . LOCAL PANAM REP LAZIC) TOLD US THIS MORNING THAT DIFFI- 
CULTIES HAD ARISEN OVER RENEWAL OF PANAM'S OPERATING PERMIT 
WHICH EXPIRES MAY 1ST. LOCAL CIVIL AVIATION AUTHORITIES HAD 
ADVISED THAT PERMIT MIGHT NOT BE RENEWED AND LAZIC ASSUMED 
THAT AT MINIMUM THIS WOULD REQUIRE CANCELLATION OF FLIGHTS 
SCHEDULED FOR MAY 2 AND 3RD (WHICH FALL WITHIN HOLIDAY 
WEEKEND). 

2. EMBOFF SPOKE TO CIVIL AVIATION OFFICIAL WHO CONFIRMED 
THAT PERMIT MIGHT NOT RPT NOT BE RENEWED BY MAY 1ST, BE- 
CAUSE OF DIFICULTIES THAT HAD ARISEN IN NEGOTIATIONS ON 
INTERIM AIR AGREEMENT. CIVIAR FAVORED PERMIT S RENWEAL, 

BUT OTHERS (UNSPECIFIED) IN YUGOSLAVIA OPPOSED. 

3. EMB ECON COUNSELOR CALLED ON KELIC (FSFA) TO CLARIFY 
SITUATION. HE POINTED OUT TO KELIC THAT HOLIDAY WEEKEND 
APPROACHING AND PANAM, IN ABSENCE OF OPERATING PERMIT OR 
OTHER ARRANGEMENTS, MIGHT HAVE TO CANCEL ALREADY SCHEDULED 
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4. KELIC CONFIRMED THAT LINK EXISTED BETWEEN ISSUANCE OF 
OPERATING PERMIT AND NEGOTIATIONS ON INTERIM AGREEMENT. 

HE SAID THAT GOY "DISSATISFIED" WITH RESULTS OF NEGOTIATIONS 
TO DATE. THEIR EMBASSY IN WASHINGTON HAD BEEN CABLED "FINAL" 

GOY PORTION ON REMAINING ISSUES WITH INSTRUCTIONS PRESENT 
THIS TO DEPARTMENT URGENTLY. IF THIS UNACCEPTABLE, HE DOUBTED 
IF OPERATING PERMIT WOULD BE RENEWED. PAN AM, HE CONTINUED, 

HAD BEEN ALLOWED OPERATE HERE FOR 13 YEARS WITHOUT RECIPROCITY. 
TIME HAD COME FOR JAT TO BE ALLOWED OPERATE SCHEDULED SERVICE 
TO U.S. LAST U.S. POSITION CONTAINED CONDITIONS WHICH NOT 
PERMISSIBLE UNDER YUGOSLAV LAW AND REGULATIONS. HE UNABLE, 

IN RESPONSE TO QUESTION, TO SPECIFY LAWS AND REGS INVOLVED. 

5. IN RESPONSE COUNSELOR MADE FOLLOWING POINTS: 

A. WE NOT FAMILIAR WITH DETAILS OF NEGOTIATIONS 

WHICH BEING HANDLED BY PROFESSIONALS IN WASHINGTON. HOWEVER 
IN PRINCIPLE OUR AIM WAS TO ALLOW PAN AM FAIR COMPETITIVE 
CONDITIONS IN YUGOSLAV MARKET, COMPARABLE TO THOSE AVAILABLE 
AS MATTER OF COURSE TO JAT IN US MARKET. WE COULD NOT RPT 
NOT UNDERSTAND WHY THIS PRINCIPLE CAUSED DIFFICULTIES FOR 
GOY. 

B. THAT REFUSAL RENEW OPERATING PERMIT AT THIS STAGE 

IN NEGOTIATIONS WOULD HAVE UNAVOIDABLE CONSEQUENCES IN OUR 
RELATIONS IN CIVIL AVIATION FIELD.SOMETHING THAT NOT IN 
INTEREST OF EITHER GOVERNMENT. 

6. COMMENT: ALTHOUGH FAILURE RENEW PERMIT CREDIBLE THREAT IN 
LIGHT OF RUHSAVLJEVIC'S REMARKS (BELGRADE 635), WE NOT ENTIRELY 
CONVINCED THAT FIRM DECISION HAS BEEN MADE CARRY IT OUT. 

WOULD APPRECIATE URGENTLY STATUS REPORT ON UNRESOLVED ISSUES 
IN NEGOTIATIONS AND LATEST USG/GOY POSITIONS. 

SILBERMAN 
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